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Introduction
Various proposals have been made regarding monetary policy in the presence of the zero lower bound on nominal interest rates. Since the effect of monetary policy declines when facing this constraint, there is a widely shared belief among economists that (1) preemptive monetary easing is important to minimize the likelihood that interest rates will fall to zero, and (2) in cases when interest rates have fallen to zero, "expectations management" which acts on the formation of private-sector expectations toward future monetary policy is important. While macroeconomic theory has played an important role in drawing these general conclusions, there is still room for developing further analyses for policy proposals on the more specific questions of (1) what degree of preemptive monetary easing is appropriate, and (2) how expectations management should be implemented.
A number of authors have studied the issue of preemptive monetary easing. For example, in three papers that assumed a purely forward-looking structural model, Adam and Billi (2004a) derived the optimal commitment policy, and Nakov (2004) and Adam and Billi (2004b) derived the optimal discretionary policy. Orphanides and Wieland (2000) and Kato and Nishiyama (2005) derived the optimal discretionary policy under a partially forward-looking model and a purely backward-looking model, respectively. To better depict the actual conditions of the economy, our paper conducts analyses assuming a "hybrid" structural model that accommodates both forwardand backward-looking agents in the IS and AS curves, and seeks optimal policy under a simple policy rule framework, taking into account a possibility of adopting a zero interest rate commitment.
Prior research on the importance of expectations management includes Jung et al. (2005) and Eggertsson and Woodford (2003) , of which the latter advocates a kind of price level targeting as the optimal targeting rule for a purely forward-looking structural model. Since the structure in the actual economy incorporates various uncertainties, however, there seem to be doubts regarding the feasibility and efficacy of implementing such a specific targeting policy in practice. This leaves the question of what type of options exist for practical expectations management when facing the zero lower bound on interest rates. Analyzing the function of Japan's "policy duration commitment" to maintaining the zero interest rate, which is referred to herein as the "zero interest rate commitment," is adopted in this paper to examine the practical options. 1
